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FREQUENTLY ASKED QUESTIONS

What is DROP?

DROP stands for Deferred Retirement Option Program. The pro-
gram allows normal service retirement members of Fairfax
County’s Retirement Systems, the ability to retire for purposes of
the retirement plan while remaining employed for an additional
three years. While participating in DROP, retirement benefits ac-
cumulate and earn 5% interest per annum, compounded monthly.
Participants also receive the same Cost of Living Allowances
(COLAS) asthosereceived by regular retirees. COLA's are added
to the DROP account.

. How does DROP Work?

Once you enter DROP, you continue employment with Fairfax
County and the retirement benefits you would have received if
you retired are credited monthly to your DROP account. In addition,
your DROP account earns interest at an annual rate of 5% com-
pounded monthly. When you exit DROP, the member MUST end
employment with the County and begin to RECEIVE their retire-
ment benefit instead of having it credited to a DROP account.

. If amember is€eligible to receive the Pre-Social

Security Benefit during the DROP period, isthat
amount credited to the DROP account balance as
well as the base benefit amount?

. Yes. The DROP deferra amount will be the retirement benefit

you would have received if you had actually retired.

. | am within one year of normal retirement

eligibility; can | participatein DROP now?

NO. You must be currently eligible for normal service retirement
to participate in DROP. Individuals within one year of normal re-
tirement eligibility may request an estimate from the Retirement
Administration Agency to help them decide whether DROPisthe
correct option for them.

. Can | enroll on any dateoncel am €ligibleto

retire?

DROP enrollments are effective on the first day of a payroll pe-
riod. For exact dates, visit the “DROP Enrollment Dates’ page
that is accessible from the DROP Home Page at
www.fairfaxcounty.gov/retbrd/dropsum.htm.

. If | decideto participatein DROP, will | continue

contributing into the retirement system on a
biweekly basis?

NO. Your contributionsto the Retirement System will cease upon
DROP entry.

. Will I continueto beeligible for salary increases

and leave during the DROP period?

Y ES. DROP members continue as active employees and receive
all other active employee benefits, including any benefit improve-
mentsthat become effective during the DROP period. For example,
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participating DROP members continue to accrue annual and sick
leave during the DROP period and continueto bedligiblefor health,
dental, and life insurance as well as the County’s Deferred Com-
pensation plan. The deductions for health, dental and life insur-
ance benefits are the same as for active County employees.

Will my health insurance subsidy be based on my
years of serviceat DROP entry date or on my
DROP exit date?

Your employment service years will continue to accrue while in
DROP for purposes of the health insurance subsidy. Therefore,
the health insurance subsidy will be based upon your retirement
eligibility service years and the period of time you werein DROP.

. Can | request a DROP estimate from the

Retirement Agency?

. If you are within one year of normal retirement eligibility, you

may request an estimate based on the requested date you provide
us for entering DRORP. If you have more than one year to normal
retirement eligibility, please calculate your own estimated retire-
ment benefit making assumptions about years of serviceand aver-
age fina compensation, giving consideration to entering DROP
versus continuing to earn benefit service by visiting our website at
www.fairfaxcounty.goviretbrd. Please call 703-279-8200 or visit
the Retirement Agency website for an Estimate Request form.

. If I want to get more information to help me decide

whether DROP is appropriate for me, what can |
do?

. Visit the Retirement Agency’s Internet website and enter the sys-

tem in which you are a member. Click on “Do Your Own Esti-
mate”. Thisprogramwill help you compute your estimated retire-
ment benefit if you do not enter DROP and keep working or prompt
you to make assumptionsusing variable datawith regardsto higher
pay or COLA projectionsif you were to enter DROP.

Wherecan | find the DROP estimator on the Internet?

www.fairfaxcounty.goviretbrdiosregest.htm

When you enter the estimator program, fill in the information as
if you were calculating anormal retirement estimate. Once you
choose your DROP date and press “ Calculate”, the DROP
portion of the Internet estimate will appear. Scroll down the
page to the DROP section and enter additional datato estimate
your DROP benefit.

What happensto my Sick Leave when | enter
DROP?

Your sick leave balance at the time of entry into DROPis used to
calculate your retirement creditable service. You may choose to
hold back up to 40 hours of your sick leave balance to allow you
to begin the DROP period with sick leave available.
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Q. What if | enter DROP and then change my mind?

A

Your election to enter DROP isirrevocable following the effective
date. A member who has submitted an election to enter DROP
may only rescind that election prior to the effective date of entry
into DRORP . If you withdraw your DROPapplication prior to DROP
entry, you will not be able to participate in DROP for a period of
at least 12 months from the date you withdraw your application.

The member isexpected to work thefull term of the DROP period.
However, a any time during the DROP period a member may
resign from the County or be terminated. Once you are no longer
employed, you must choose one of the options for receiving your
account balance and your monthly retirement annuity.

. When | terminate employment at the end of DROP,

what happensto my DROP account balance?

. You must decide whether to receive the balance of the DROP ac-

count either intheform of alump sum distribution, direct rollover
to another qualified plan (or IRA), or elect to use 50% or 100% of
your DROP balance to increase your monthly annuity for life.

. If 1 elect the lump sum option at the end of my

employment whilein the DROP, will | pay taxeson
that amount?

. Yes, the distribution is subject to at least 24% withholding for

federal and statetax asordinary income. Additionally, if themem-
ber is under the age of 59%. when they exit DROP, an additiona
10% penalty may beimposed by the IRS. Taxation may be deferred
by adirect rollover to another eligible retirement plan or IRA.

. Why should | participatein the DROP lump sum

option if it istaxable?

. Thereare various reasons for wanting alump sum distribution.

FOR INSTANCE:
++ The DROPaccount balance could help make alarge purchase.

®,

++ Thetiming for receiving alump sum might be perfect for pay-
ing your child's college tuition payments.

% The lump sum could help you pursue your own personal

business venture by providing much needed start-up funds.

. If I enter DROP in October, meaning | would

terminate employment in October three years|ater,
can | defer doing anything with the DROP account
until after January 1st?

. NO. At least 60 days prior to the conclusion of your DROP

period you must make an election on how you want the bal-
ance distributed or it will automatically be distributed as a
[ump sum at the end of the DROP period. To avoid atax with-
hold, you must roll over the DROP balance to an IRA or other
qualified retirement plan.

. If I want to increase my monthly annuity at the end

of the DROP period, how can | do this?

. You haveachoaiceto increase your monthly annuity by using 50%

or 100% of your DROP balance towards the purchase of an in-
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creased annuity. Once you select the amount of your DROP bal-
ance you want to use, the Retirement Administration Agency will
calculate your new monthly retirement annuity.

. If | elect to take cash out, can it be any amount?

Or doesit haveto beeither 50% or 100% ?

. Any amount can be cashed out and the rest of the amount can be

rolled over to a qualified retirement plan. If you use 50% of your
balance to increase your annuity, the other 50% can be divided in any
percentage between cash and arollover to an IRA or other qualified
retirement plan.

. Asl know nothing about IRAs and annuities,

can you tell mewherel can go to learn about these?

. You can contact a Certified Financial Planner or get information

from your bank, financial servicesfirm, or the Internet with regards
to IRA options.

. What happens if | become disabled during DROP?

Should you become disabled, and awarded anon-service-connected
disability during the DROP period, the monthly benefit will be
paidtoyou and you are eligibleto receivethe balance of the DROP
as of the effective date of disability.

Should you become disabled during the DROP period and awarded
aservice-connected disability, you have achoice of either taking the
DROP account balance plusthe normal service retirement benefit or
forfeiting the DROP account balance and taking aservice-connected
disability benefit as though DROP participation had not occurred.

. What happensto my account balanceif | should die

during the DROP period?

. If you die during the DROP period and your death is not service-

connected, the Joint and Last Survivor (J& L S) option election made
by themember a the point of entry to DROP determinesthe monthly
benefits payable to the spouse. If the member did not elect aJ& LS
option, monthly benefits will not be paid. Instead, your designated
beneficiary will receivethelump sum baance of the DROP account
following your death.

If your death is Service-Connected, the beneficiary may select one
of two options:

+%~OPTION 1 —The heneficiary may elect to receive survivor
benefits as though DROP participation had not occurred.

*» OPTION 2-Thebeneficiary may elect benefitsthe sameasin
the case of non service-connected death of the member.

You MUST make a Joint and Last Survivor election when you
enter DROP. You may NOT defer a Joint and Last Survivor deci-
sion to the end of the DROP period.

. How long will DROP be available?

Unless the Board of Supervisors specifically acts to extend this
program, no eligible member may make an application to partici-
pate in the DROPwith an effective date after June 30, 2010. Any
application for DROP would have to be received no less than 60
days prior the last acceptable DROP entry date in June of 2010.
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